GOVERNOR’S OFFICE OF BUSINESS AND ECONOMIC DEVELOPMENT

STATE OF CALIFORNIA *+ OFFICE OF GOVERNOR EDMUND G. BROWN JR.

CALIFORNIA COMPETES TAX CREDIT ALLOCATION AGREEMENT

Thig California Competes Tax Credit Allocation Agreement (“Agreement”) is entered into on

j { q , 2014, by and between Macy’s.com, Inc., a New York corporation (“Taxpayer”) and
the California Governor’s Office of Business and Economic Development (“GO-Biz”), hereafter jointly
referred to as the “Parties” or individually as the "Party.” All capitalized terms not defined in this
Agreement shall have the same meaning as in California Revenue and Taxation Code {“RTC”") sections
17059.2 and 23689 and California Cade of Regulations Title 10, Section 8000 et seq. as in effect on the
Effective Date of this Agreement.

In consideration far the mutual covenants and promises in this Agreement, the Parties agree as follows:

1. Term. This Agreement shall be in full force and effect after it has been fully executed by both
Parties and on the date that it is approved by the California Competes Tax Credit Committee
(“Committee”) pursuant to a duly held Committee meeting subject to the Bagley-Keene Act
(“Effective Date”).

2. Total Credit Award. GO-Biz, upon approval by the Committee and conditioned upon the
requirements set forth in this Agreement, will award Taxpayer a California Competes Tax Credit
("CCTC") in the amount of ane million doliars ($1,000,000.00) (“Credit”). Specifically, Taxpayer is
receiving, a CCTC against the “net tax” as defined in RTC section 17039 or the “tax” as defined in
RTC 23036 as applicable, pursuant to RTC section 17059.2 or 23689, as applicable.

3. Project/Milestones. Taxpayer provides on-line shopping and in-store order support for the
department store, Macy’s. In consideration for the Credit, Taxpayer agrees to lease or has
leased at least 240,000 square feet of new office space in a former enterprise zone location in
San Francisco, California to support the growth of its business (collectively, the “Project”). in
connection with the Project, Taxpayer agrees to the following milestones: hire the required Full-
time employees determined on an annual full-time equivalent basis, to maintain certain
required employment levels, to make the required Investments, to maintain the minimum
annual salary and to maintain the cumulative average annual salary for all new Full-time
employees hired, all as more fully described in Exhibit “A” (“Milestones”).

4. Credit Allocation. The Credit awarded in section 2 of this Agreement will be allocated to
Taxpavyer by taxable year as set forth in Exhibit A, provided that the Taxpayer completes the
Milestones set forth in Exhibit A. Taxpayer acknowledges and agrees that, an allocated portion
of the Credit is earned by the Taxpayer in the taxable year when the Milestones associated with
that allocated portion of the Credit are achieved. All required Milestones identified on a taxable
year basis in Exhibit A, must be met in order to earn the allocated portion of the Credit. In the
event that Taxpayer fails to satisfy the Milestones identified in Exhibit A in the taxable year
associated with those Milestones, the allocated portion of the Credit will not be considered
earned in that taxable year. Any portion of the Credit associated with a specific taxable year in
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Exhibit A, which is not earned in that year due to failure to achieve the Milestones associated
with that taxable year will be earned in the taxable year in which the Milestones are met, butin
no event later than 2018. GO-Biz will not pro-rate the Credit allocation. Taxpayer will have until
the end of taxable year 2018 to satisfy the requirements in Exhibit A. In no event will a credit
subject to this Agreement be considered earned after the end of the taxable year 2018. if by
the end of taxable year 2018, Taxpayer fails to satisfy all the requirements in Exhibit A, Taxpayer
will only be entitled to the tax credit allocation earned by the end of that taxable year and will
be permitted to keep such credit and avoid recapture by maintaining the level of Full-Time
employees, determined on an annual full-time equivalent basis, the cumulative minimum
annual salary and the average annual salary then-earned at the end of taxable year 2018 for the
subsequent three (3) taxable years after the 2018 taxable year.

5. Taxpayer - Representations and Warranties. Taxpayer represents and warrants that:

(a) Taxpayer is a duly organized, New York C corporation, validly existing and in good standing
under the laws of the State of California, has registered with the Secretary of State, if
required and has, or will have the requisite power, authority, licenses, permits and the like
necessary to carry on its business as it is now being conducted and as contemplated in this
Agreement.

(b) Taxpayer is not a party to any agreement, written or oral, creating obligations that would
prevent Taxpayer from entering into this Agreement or satisfying the terms herein.

(¢} All the information in the Application and all materials submitted to GO-Biz in Phase |,
including, but not limited to the Statement Regarding California State Tax Liabilities is true
and accurate.

(d) Taxpayer has or will execute a release authorizing the California Franchise Tax Board (“FTB")
to disclose tax returns and return information, as specified in the release to GO-Biz.

(e) Taxpayer represents thatis has read the applicable RTC sections 17059.2 and 23689 and
California Code of Regulations Title 10, section 8000 et seq. and acknowledges and agrees
that such sections are hereby incorporated by reference into this Agreement.

6. Reporting Requirements. Taxpayer represents to GO-Biz that its taxable year ends on the
Saturday closest to January 31st. On or before the first day of the fourth (4"") month after the
close of each Taxpayer’s taxable year as referenced in Exhibit A,," the Taxpayer shall submit to
GO-Biz at a minimum the following document(s) to demonstrate successful completion of the
applicable Milestones for the prior taxable year.

(@) A chartsubstantially similar to Exhibit A identifying the projected numbers compared to
the actual numbers achieved by Taxpayer in the prior taxable year with a certification
made by the Taxpayer on the chart that states {insert legal name of
taxpayer] (Taxpayer) certifies to the Governor’s Office of Business and Economic
Development that the information contained in this chartis true and accurate, may be
relied upon by FTB in the event of a review by FTB of Taxpayer’s records to satisfy that
applicable Milestones have been met and satisfied the reporting requirements of that

! For a taxpayer with a taxable year on a calendar year basis, the report will be due on or before April 1.
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certain California Competes Tax Credit Allocation Agreement dated _Jue 9 20“1’
and referenced by contract identification number " The Ta'xpayer
will provide supporting schedules for each Milestone, as requested by GO-Biz.

(b) To accompany the documents described in this section, Taxpayer shall describe with
sufficient detail, in writing, to GO-Biz, any issues or challenges in achieving the
Milestones and corrective actions being taken or anticipated to be taken in subsequent
years. GO-Biz may also request and Taxpayer provide within ten (10) business days of
said request supporting documentation (e.g. payroll records, receipts, project contracts,
invoices, cancelled checks, etc.) to verify information provided. Such documents will be
provided to GO-Biz and must include language in a cover letter that clearly outlines the
documents being provided, what each documents demonstrates with regard to the
applicable Milestones and must self-certify by an authorized representative of the
Taxpayer that such information provided to GO-Biz is true and accurate and does not
omit any material information.

7. Franchise Tax Board Review.

(a) Notwithstanding the annual reporting requirements to GO-Biz in section 6, the Taxpayer
agrees as a condition of this Agreement to comply with the Franchise Tax Board’s review of
the books and records for purposes determining if the Taxpayer has failed to comply with
the requirements of this Agreement.

(b) For any business other than a Small Business, Taxpayer acknowledges and agrees that the
Franchise Tax Board shall review the books and records of all Taxpayers allocated a Credit
pursuant to this Agreament to ensure compliance with the terms and conditions of this
Agreement and shall cooperate with the Franchise Tax Board in such a review. Inthe case
of a Taxpayer that is a Small Business, Taxpayer acknowledges and agrees that a review of
the books and records of the Taxpayer shall be made when, in the sole discretion of the
Franchise Tax Board, a review of those bocks and records is appropriate. If the Franchise
Tax Board exercises its discretion to review the book and records of a Small Business
Taxpayer, the review will be conducted to ensure compliance with the Agreement. The
guidelines and procedures for these reviews are attached in Exhibit “B” and made a part of
this Agreement.

(c) These reviews will not constitute an audit of the tax return under Part 10.2 (commencing
with section 18401) of the Revenue and Tax Code section and the regulations thereunder,
and will not preclude the Franchise Tax Board from auditing any issue in any taxable year,
including a taxable year included in the term of the Agreement.

(d) If during the review of the books and records, Franchise Tax Board determines there is a
material breach of the written agreement by a Taxpaver, and notwithstanding RTC section
19542, the Franchise Tax Board shall notify GO-Biz and provide, in writing, detailed
information regarding the basis for that determination. '

8. Assignment. The Credit (or a portion thereof as earned) under this Agreement may be
transferred to an "Affiliated Corporation” in accordance with RTC section 23663. As stated in

30f13



10.

11

RTC section 23689(i)(1) this Agreement cannot and does nat broaden or alter the ability of a
taxpayer to assign the credit. In the event that the credit or this Agreement is to be transferred
pursuant to a sale or merger to an entity other than an Affiliated Corporation, prior written
consent of GO-Biz must be obtained.

Material Breach. A material breach for purposes of the Agreement shall mean:

(a) Failure to timely furnish information requested by the Franchise Tax Board or GO-Biz
which relates to validating contract campliance as provided in Exhibit A.

(b) Material misstatements in any information provided to GO-Biz as part of the application
process and/or during phase Il and/or after the contract is signed.

{c) Failure to materially satisfy applicable Milestones as set forth in Exhibit A, the
materiality of which shall be determined by GO-Biz.

Recapture. In the event of a material breach of the requirements of this Agreement, GO-Biz will
notify Taxpayer in writing of the breach and provide Taxpayer with the opportunity to cure the
breach within thirty (30) business days or such longer period as mutually agreed to in writing
between the Parties. In the event the failure to achieve Milestones is immaterial, this shall not
constitute a material breach as long as the Taxpayer provides evidence to Go-Biz's reasonable
satisfaction that the Taxpayer intends to proceed with the Project substantially in accordance
with this Agreement. If Taxpayer fails to cure the breach within the prescribed timeframe, GO-
Biz will notify the Taxpayer of the failure, the amount of the Allocation that it will recommend to
the Committee be recaptured (which may include the entire amount of the Allocation of credit
awarded), and may recommend termination of this Agreement to the Committee. Upon receipt
of recommendations from GO-Biz, the Committee will determine whether to accept or reject
GO-Biz's recommendation of recapture, and the amount thereof, and the termination of this
Agreement, based on the Taxpayer's failure to fulfill the terms and conditions of this
Agreement, Upon approval of the Committee to recapture some or all of the Allocation of credit
awarded for failure of Taxpayer to fulfill the terms of this Agreement, GO-Biz will notify the
Franchise Tax Board in writing as required under the applicable regulations and the Franchise
Tax Board shall treat the recapture as a mathematical error appearing on the return. Any
amount of additional tax resulting from that recapture shall be assessed by the Franchise Tax
Board in the same manner as provided by RTC section 19051. The additional tax resulting from a
recapture will be assessed in the taxable year of the Taxpayer in which the Committee’s
recapture determination occurred.

Public Records. Taxpayer acknowledges that GO-Biz is subject to the California Public Records
Act (PRA) (Government Code section 6250 et. seq.). This Agreement and materials submitted by
Taxpayer to GO-Biz may be subject to a PRA request, however Taxpayer’s proprietary
information is protected against disclosure under California Government Code Section 6254.15.
in such an event, GO-Biz will notify the Taxpayer, as soon as practicable that a PRA request for
the Taxpayer’s information has been received, but not less than five {5) business days prior to
the release of the requested information to allow the Taxpayer to seek an injunction. GO-Biz will
work in good faith with the Taxpayer to protect the information to the extent an exemption is
provided by law, including but not limited to notes, drafts, proprietary information, financial
information and trade secret information. GO-Biz will also apply the “balancing test” as provided
for under Government Code section 6255 to the extent applicable. Taxpayer acknowledges that
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12.

13.

14,

15.

16.

17.

this Agreement in whole or in part will be made available to the public at least ten (10) calendar
days prior to the Committee hearing. Pursuant to RTC 17059.2 and 23689, in the event of
approval by the Committee of this Agreement, Taxpayer acknowledges and agrees that GO-Biz
will post on its website the following information:

{a) The name of each taxpayer allocated a Credit

{b) The estimated amount of the investment by each taxpayer

{c) The estimated nurmber of jobs created or retained

{d) The amount of the credit allocated to the taxpayer

{e) The amount of the credit recaptured from the taxpayer, if applicable

Media Release. Upon award of & Credit, Taxpayer agrees to cooperate in good faith with GO-Biz,
if requested in connection with any publicity, outreach or press release related to the Credit.
Taxpayer may elect to issue a press release related to this Agreement, but any release shall be
approved by GO-Biz in writing prior to such release. Such approval shall not be unreasonably
withheld.

Indemnification/Warranty Disclaimer/Limitation of Liability. Taxpayer shall defend, indemnify
and hold GO-Biz, the Franchise Tax Board and the State of California, its agents or assigns,
harmless from and against all claims, damages, and liabilities {including reasonable attorneys’
fees) arising from this Agreement as a result of Taxpayer’s breach of this Agreement, its willful
misconduct or its negligence. UNDER NO CIRCUMSTANCES WILL THE STATE OF CALIFORNIA, GO-
BIZ, ITS AGENTS OR EMPLOYEES, THE COMMITTEE MEMBERS, THE FRANCHISE TAX BOARD OR
ANYONE ELSE INVOLVED IN THIS AGREEMENT BE LIABLE TO TAXPAYER FOR ANY DIRECT,
INDIRECT, INCIDENTAL, SPECIAL OR CONSEQUENTIAL DAMAGES THAT ARISE FROM THIS
AGREEMENT.

Waiver. Neither Party shall be deemed by mere lapse of time {without giving notice or taking
other action) to have waived any action by the party of any of the provisions of this Agreement.

Integration. This Agreement (including the exhibits hereto and any written amendments hereof
executed by the Parties) constitutes the entire Agreement and supersedes all prior agreements
and understandings, oral and written, between the Parties with respect to the Allocation.

Record Retention. The Parties agree to maintain this Agreement, any exhibits related to this
Agreement or any other documents specifically provided to GO-Biz by the Taxpayer in
connection with the Credit for a period of no less than four (4) years from the end of the last
taxable year identified in Exhibit A.

Notice. Any notices required or permitted to be given under this Agreement shall be given in
writing and shall be delivered (a} in person, (b} by certified mail, (¢} by facsimile with confirmed
receipt required, electronic communication with confirmed receipt required, or (d) by
commercial overnight courier that guarantees next day delivery and provides a receipt, and such
notices shall be address to:
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19.

20.

1.

22.

if to GO-Biz: . . 1325 jStreet
18" Floor
Sacramento, California, USA 95814
Attention: Deputy Director, California Competes
Tax Credit Program
Phone: (916)322-0694
Email; Calcompetes@gov.ca.gov

If to Taxpayer: 680 Folsom Street, Suite 1200
San Francisco, California 94107
Attention: Michael Falk
Phone: (415} 422-1154
Email: michael.falk@macys.com

And

7 West Seventh Street

Cincinnati, OH 45202

Attention: Tax Department, Steve O'Bryan -
Phone; (513) 579-7744
“Email: stephen.o’bryan@macys.com

-Modification. This Agreement may be amended or modified only by mutual agreement of the

Parties in written addendum. If Committee approval is necessary, the modification of the
agreement will not be valid until the addendum is approved by the Committee.

Time of the Essence. Time is of the essence in respect to all provisions of thié Agreement that
specify a time for performance; provided, however, that the foregoing shall not be construed to
limit or deprive a Party of the benefits of any cure period allowed In this Agreement. '

Ambiguities. Each Party has had the opportunity to seek the advice of counsel or has refused to
seek the advice of counsel, Each Party and its counsel, if appropriate, have participated fully in
the review and revision of this Agreement. Any rule of construction to the effect that
ambiguities are to be resolved against the drafting Party shall not apply in interpreting this
Agreement, The language in this Agreement shall be interpreted as to its fair meaning and not
strictly for or against any Party.

Necessary Acts, Further Assurances. The Parties shall at their own cost and axpem;sé execute
and deliver any further documents and shall take such other actions as may be reasonably
required or appropriate to carry out the intent and purposes of this Agreement.

Sections and Other Headings. The séctian and other headings contained in this Agreement are

for reference purposes only and shall not affect the meaning or interpretation of this
Agreement,

6of13




24,

25.

26.

27.

28.

result of the transaction contemplated herein. Notwithstanding RTC section 19717, under no
circumstances is any Party to this contract entitled to attorney’s fees with regard to litigation
resulting from this Agreement.

Limitation of Remedy: The remedy that the Taxpayer shall have in the event of breach or
alleged breach by GO-Biz, shall be limited to the normal administrative and judicial rights and
remedies accorded to a taxpayer in the State of California who has been denied a tax credit
claimed on their California income tax return.

Representation on Authority of Parties/Signatories. Each person signing this Agreement
represents and warrants that he or she is duly authorized and has legal capacity to execute and
deliver this Agreement. Each Party represents and warrants to the other that the execution and
delivery of the Agreement and the performance of such Party’s obligations hereunder have
been duly authorized and that the Agreement is @ valid and legal agreement binding on such
Party and enforceable in accordance with its terms.

Severability. f any term of this Agreement is to any extent invalid, illegal, or incapable of being
enforced, such term shall be excluded to the extent of such invalidity, illegality, or

unenfnrceabmty, all other terms hereof shall remain in full force and effect.

Approval. This Agreement shall not be binding until it has been approved by the Cammsttm
during a duly noticed Committee meeting,

Execution. This Agreement may be executed in parts, by fax, or other similar electronic means.

Remainder of the page is intentionally left blank. Signature page imimediately follows.
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Govem‘qﬁxaécr\of Business and Economic Development
By: E ;

Name: PMI) Yea A \/&'ll :f

Its:_{( ék“é llplﬂfa Ezjtlﬁfﬂ\_f

Macy’s.com, Inc.

By, L

2
Name: -Zﬁa/éf. ,/Zd/Ms =
Its: :5;/,%

Federal Employer Identification Number (“FE!N”):-

California Secretary of State Identification Number: C2332400
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Exhibit “A”

- Milestones

2013 Tax Year
{Base)!

2014 Tax
Year®

2015 Tax .
Year®

2016 Tax
Year*

2017 Tax
Year*

2018 Tax
Year*

Total Statewide
Taxpayer Fulls
time
emdlwees,
determined on
an annual full-
time equivalent
| basls

Net increase.of
Full-time
employees

| compared o
Base Year

New Full-time
employees
mwinlmum
annual salary

Cumulative -
average annual
salary of Full-
time employess

s

Inwestments

Tax Credit
Allocation

428

Investment 1
Year Priorto
Application
Date

554

621

621

621

621

126

193

1193

193

193

$60,000

$60,00¢

$60,000

$60,000

$60,000

$113,600

$113,600

$113,600

$113,600

$113,600

2014 Tax
Year

2015 Tax
Year

2016 Tax
Year

2017 Tax
Year

2008 Tax
Year

Total

§71,920,725

$120,000,000

514,387,105

50

$0

s0

$206,307,830

$600,000

$100,000

$100,000

$100,000

$100,000

"$1,000,000

* Means taxable year ending elther end of January 2014 ar early February 2014
? Means taxable year ending either end of January 2015 or early February 2015
* pMeans taxable year ending either and of January 2016 or early February 2016
* Means taxable year ending either end of January 2017 or early February 2017
* Means taxable year ending either end of January 2018 or early February 2018
¥ Means taxable year ending either end of January 2019 or early February 2019
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Exhibit “B”

CALIFORNIA COMPETES TAX CREDIT — FRANCHISE TAX BOARD REVIEW OF BOOKS AND
RECORDS TO ENSURE COMPLIANCE WITH THE WRITTEN AGREEMENT -- GUIDELINES AND
PROCEDURES

(2) General.

(1) The purpose of the review is to determine if the taxpayer is in compliance with the
written agreement (herein referred to as contract) with the Governor's Office of
Business and Economic Development (GO-Biz) with respect to the California Competes
Tax Credit as set forth in Revenue and Taxation Code section 17059.2 / 23689,

(2} In general, the review of the contract must be completed in a timely manner to allow
Franchise Tax Board to provide timely information that the taxpayer is, oris not, in
substantial compliance with the contract. A review of a contract may take place once or
multiple times depending on the terms of the contract. Franchise Tax Board in
consultation with GO-Biz will determine the timing and frequency of the reviews. To
facilitate the timely and efficient completion of a review and contract compliance or
non-compliance to GO-Biz, the taxpayer should have the expectation that the a review
of the contract would be conducted in a manner so that a resolution will be achieved
within a one-year period commencing with the date of "initial contact” as subsequently
defined. This timeframe is a guideline only and reviews may be completed in a shorter
or longer time period depending on the facts and circumstances.

(3) Power to Examine. Notwithstanding the fact that these reviews are not an audit of 3
tax return; Franchise Tax Board has the power tc examine the books and records of the
taxpayer to ensure that the taxpayer is in compliance with the contract as set forth in
Revenue and Taxation Code section 17059.2(d) / 23689(d). Franchise Tax Board
maintains its power to examine or review the contract for compliance in accordance
with Revenue and Taxation Code section 19504 as applicable to the review of the
contract.

(4) Taxpayer's Duty to Respond. A taxpayer or the taxpayer's representative has the
duty to make a timely response to requests for information or documents by the
Franchise Tax Board that are relevant and reasonable or provide an explanation as to
why additional time is necessary to respond or state why the request is not relevant or
reasonable.

(5) Duty of Franchise Tax Board Staff. Franchise Tax Board staff has the duty to:

(A) Conduct the review of the contract in a reasonable, practical manner consistent with
applicable federal and California law.

(B) make relevant and reasonable information requests for the contract terms or
milestones under examination as provided for in Revenue and Taxation Code section
19504.

{C) timely analyze information received or responses submitted and to request
additional relevant information.

(6) Duty to Maintain Records. Generally, it is the taxpayer who will be in possession or
control of the necessary information, documents, books and records and who will have
the knowledge regarding the circumstances of the relevant activities related to its
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business and the terms of the contract. The inability, or failure, of a taxpayer to supply
requested relevant information in support of the contract terms under review, may
result in FTB notifying GO-Biz that there is a possible breach. A taxpayer has a duty to
maintain relevant records and documents pursuant to normal accounting or regulatory
guidelines set forth in the Revenue and Taxation Code or the Internal Revenue Code as
applicable contract items under review, The Franchise Tax Board recognizes that
taxpayers are sometimes not able to respond to each and every request for information.
The auditor should work with the taxpayer to resolve difficult information requests.

(7) Application of Time Limits. These guidelines are intended to provide for an orderly
process that leads to a quick conclusion to the Review.

(A) The Franchise Tax Board recognizes that some Information Document Requests can
be responded to in less than 20 days while other responses will require time in excess of
20 days. The auditor has discretion to take into account the taxpayer's facts and
circumstances in establishing the original response time or to allow reasonable
extensions of time to respond.

(8) The auditor shall take into account responses to Information Document Requests
received after the established date for a response, provided that Franchise Tax Board
has not notified GO-Biz of a possible breach.

(b) Reviews.

(1) Type of Review. The Franchise Tax Board staff will determine if the review will be a
field review or a desk review based on the size of the business, dollar amounts involved
and complexity of the contract terms and which type of review will be more conducive
under the circumstances. The taxpayer may offer input on the determination of the type
of review for the Franchise Tax Board staff to consider.

(2) Field Review.

(A) Definition of "Field Review". A “field review" is a review that takes place at the
taxpayer's residence, place of business or some other location that is not an office of the
Franchise Tax Board. For field reviews, "initial contact" is the date of the first meeting
between the taxpayer and/or the taxpayer's representative and a member of the
Franchise Tax Board audit staff.

(B) Location of Field Review. A field review will generally take place at the location
where the taxpayer's original books, records, and source documents pertinent to the
review are maintained. In the case of a sole proprietorship or business entity, this will
usually be the taxpayer's principal place of business. Field reviews can be moved to a
Franchise Tax Board office, or the taxpayer's representative's office, if the taxpayer {or
the taxpayer's representative) does not have the appropriate work area available or as
circumstances of the taxpayer (or the taxpayer's representative) warrant.

(C) Site Visitations. Regardless of where the review takes place, the Franchise Tax Board
staff may visit the taxpayer's place of business or residence to establish facts that can
only be established by direct visit, such as asset verification. The Franchise Tax Board
staff generally will visit for these purposes on a normal workday of the Franchise Tax
Board during normal business hours.

(D) Requests by Taxpayers to Change Place of Review. The Franchise Tax Board staff will
consider, on a case-by-case basis, written requests by taxpayers or their representatives
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to change the place that the Franchise Tax Board has set for a review. Reasonable
requests to move a review to another of the taxpayer's offices or to the taxpayer's-
representative's office will be granted unless doing so would impose an unreasonable
burden to the Franchise Tax Board staff or significantly interrupt the review schedule.

If the taxpayer requests that the review be conducted at a Franchise Tax Board office, or
the taxpayer's-representative's office, it is the taxpayer's responsibility to deliver all
books and records necessary for the review.

(3) Definition of "Desk Review". A "desk review" is a review conducted primarily through
mailed correspondence. For desk reviews, "initial contact” is the date of the first letter
to the taxpayer regarding the review.

(4) Time of the Review. It is reasonable for the Franchise Tax Board to schedule the day
or days of the review during a normally scheduled workday or workdays of the Franchise
Tax Board, during the Franchise Tax Board's normal business hours. It is reasonable for
the Franchise Tax Board to schedule reviews throughout the year, without regard to
seasonal fluctuations in the businesses of particular taxpayers or their representatives.
However, the Franchise Tax Board will work with taxpayers or their representatives to
try 10 minimize any adverse effects in scheduling the date and time of the review.

(5) The following procedures may be used either in field or desk reviews depending on
the nature of the review.

(A) Opening Conferences. [tems to be discussed during the opening conference include,
but are not limited to, estimated timeframes to complete the review, the scheduling of
future review appointments, discussion of the contract items under review information
document requests, and photocopying.

At the opening conference or via mail if no opening conference is held, the auditor shall
provide a written document stating the name and phone number of the audit supervisor
or manager.

(B) Review Plan. A written review plan may be drafted as appropriate, if agreed to by
the auditor and the taxpayer, documenting key dates related to conducting the review,
identifying key points of the review, or identifying other items discussed during the
opening conference. The review plan should be signed by the auditor and either the
taxpayer or the taxpayer's representative. The review plan is considered a guideline for
conducting the review and can be amended as circumstances warrant.

(C) Information Document Request (IDR). The Franchise Tax Board may provide a
taxpayer an Information Document Request (IDR) requesting single or multiple
documents. As a general rule, response times shall be determined on an IDR-by-IDR
basis with a maximum response time of 20 days from the date the IDR was hand-
delivered to the taxpayer or the taxpayer's representative by the auditor or the date
mailed by the auditor.

1. As a general rule, where a reply by the auditor is appropriate or the auditor needs
additional information, the auditor will notify the taxpayer or the taxpayer's
representative within 20 days of the auditor's receiving the response to the IDR.

2. Failure to provide a timely and complete response to a request from the Franchise .
Tax Board for additional information may result in notifying GO-Biz that there is a
possible breach. Before informing GO-Biz of a possible breach the auditor will exercise
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discretion in a reasonable manner that is appropriate under the relevant circumstances
related to that particular review.

(D) Photocopying. The Franchise Tax Board has the authority pursuant to the provisions
of Ravenue and Taxation Code section 19504, to require either the submission of
relevant photocopied documents, or that relevant information be made available for
photacopying, scanning or other electronic reproduction at a specified time and place
for the purposes determining compliance with the agreement with GO-Biz.
Photocopying is a benefit to both the Franchise Tax Board and the taxpayer as the
photocopy provides objective evidence supporting a contract term under review,

(E} Review Conferences. Conferences may be held as necessary throughout the review
to discuss the status of IDRs or to discuss findings and to ensure that the review is on
track to finish in a timely manner,

{G) Closing the Review: At the conclusion of the review, a closing conference may be
held at the discretion of the auditor. If held, items discussed will generally include an
explanation of the auditor's findings and recommaendation to GO-Biz

* (H) Closing Letters. At the close of a review, the auditor will notify GO-Bii and the
taxpayer or the taxpayer's representative of the results of the review:

{1} If the review finds substantial compliance with the agreement, a letter to this effect
will be sent to the taxpayer or taxpayer's representative. The auditor will also notify
GO-Biz of its findings.

{2) If the auditor determines there is a possible breach, the auditor will notify GO-Biz
~and provide detalled information regarding the basis for that determination as required
by Revenue and Taxation Code section 17059.2(d}(2)(B) / 23683(d}{2){(B). The auditor
will also notify the taxpayer or taxpayer's representative of these findings.
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Exhibit B (First Amendment to Prior Agreement)

1. GO-Biz and Macy’s.com, Inc. are parties to an agreement that became effective on June 19, 2014, (hereinafter
the “Prior Agreement”) and wish to amend that agreement.

2. The Prior Agreement is amended as follows:

A. The first paragraph is replaced in its entirety by the following:

This California Competes Tax Credit Allocation Agreement (“Agreement”) is by and between Macy’s.com,
Inc., a New York corporation (“Credit Recipient”), Advertex Communications, Inc., a New York corporation
and the California Governor’s Office of Business and Economic Development (“GO-Biz”), hereinafter jointly
referred to as the “Parties” or individually as the “Party.” Macy’s.com, Inc., and Advertex Communications,
Inc., hereinafter shall collectively be referred to as “Taxpayer.” All capitalized terms not defined in this
Agreement shall have the same meaning as in California Revenue and Taxation Code (“RTC”) sections
17059.2 and 23689, and California Code of Regulations, title 10, section 8000 et seq. as in effect on June 19,
2014.

B. In Section 2 Total Credit Award, in both instances where the term “Taxpayer” is used, it is replaced by
“Credit Recipient.”

C. Section 4 Credit, is replaced in its entirety by the following:

The Credit awarded in section 2 of this Agreement will be allocated to Credit Recipient by taxable year as set
forth in Exhibit A, provided that the Taxpayer achieves the Milestones associated with the applicable taxable
year, which includes all investments agreed to in the prior years, as set forth in Exhibit A. Taxpayer
acknowledges and agrees that, an allocated portion of the Credit is earned by the Credit Recipient in the
taxable year when the Milestones associated with that allocated portion of the Credit are achieved and to
avoid recapture, Taxpayer must maintain such Milestones for three (3) subsequent taxable years. All
required Milestones identified on a taxable year basis in Exhibit A, must be met in order to earn the
allocated portion of the Credit. In the event Taxpayer satisfies the taxable year Milestones in an earlier
taxable year than described in Exhibit A (no earlier than taxable year 2014), upon written approval from GO-
Biz, Credit Recipient may claim the allocated portion of the Credit in the earlier taxable year when the
Milestones are achieved. If Taxpayer satisfied certain taxable year Milestones in an earlier taxable year than
described in Exhibit A (no earlier than taxable year 2014), and received written approval from GO-Biz to
claim the Credit in the earlier taxable year, then Taxpayer need only maintain such Milestone for three (3)
taxable years to avoid recapture as further described in Section 10. In the event that Taxpayer fails to satisfy
each Milestone identified in Exhibit A in the taxable year associated with those Milestones including all
investments agreed to in the prior years, no portion of the Credit will be considered earned in that taxable
year. Any allocated portion of the Credit associated with a specific taxable year in Exhibit A, which is not
earned in that year due to failure to achieve the Milestones associated with that taxable year will be earned
in the taxable year in which the Milestones are met, but in no event later than the last taxable year
identified in Exhibit A.

D. InSection 10 Taxpayer — Recapture, in the last sentence of Section 10 where the term “Taxpayer” is used, it
is replaced by “Credit Recipient.”
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3. Except as set forth in the First Amendment, the Prior Agreement is unaffected and shall continue in full force
and effect in accordance with its terms. If there is conflict between the First Amendment and the Prior
Agreement, the terms of the First Amendment will prevail.

Governor’s Office of Business and Economic Development
DocuSigned by:
William kack

0659DC8B8D7B4C9...

By:
Name: William Koch

Its: Deputy Director

Date: Awril 2,2015]15:46 PT

TAXPAYER
Macy’s.com, Inc.

DocuSigned by:

By: bV'(LA» MN/IS

26641006COFA4AC...

Name: Brad Mays

Its: SvP

Date: April 2,2015 | 08:12 PT

Advertex Communications, Inc.

DocuSigned by:

By: | Prad Mays
26641006COFA4AC...

Name: Brad Mays

Its: SvP

Date: April 2,2015]08:12 PT
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GOVERNOR’S OFFICE OF BUSINESS AND ECONOMIC DEVELOPMENT
STATE OF CALIFORNIA ¢ OFFICE OF GOVERNOR EDMUND G. BROWN JR.

EXHIBIT C
SECOND AMENDMENT TO AGREEMENT

1. The Governor’s Office of Business and Economic Development (“GO-Biz”), Macy’s.com, Inc., and Advertex
Communications, Inc., are parties to two agreements that became effective on June 19, 2014 (“Prior
Agreement”) and April 16, 2015 (“Agreement”). Effective September 18, 2015, Macy’s.com, Inc., reorganized
and changed its name to Macys.com LLC. Macys.com LLC is the successor in interest to Macy’s.com, Inc.

2. Macys.com LLC and Advertex Communications, Inc., shall collectively be referred to as “Taxpayer.” GO-Biz,
Macys.com, LLC, and Advertex Communication, Inc., shall collectively be referred to as the “Parties.”

3. After executing the Prior Agreement and the Agreement, Taxpayer realized that it had inadvertently
miscalculated the number of full-time employees employed during its base year. Therefore, the Parties wish to
amend both the Prior Agreement and the Agreement to accurately reflect Taxpayer’s actual and projected
employee totals in each year of the two agreements. There will be no change in Taxpayer’s investments, the net
increase of full-time employees it committed to employ during the course of the two agreements, or the
average and minimum salary paid to its new full-time employees. Accordingly, the Parties agree to amend the
agreements as follows:

In Exhibit A of the Prior Agreement, the following figures in the first row are changed: 2013 Tax Year (Base) is
changed from “428” to “602”; the 2014 Tax Year is changed from “554” to “728”; the 2015 Tax Year is changed
from “621” to “795”; the 2016 Tax Year is changed from “621” to “795”; the 2017 Tax Year is changed from
“621” to “795”; and the 2018 Tax Year is changed from “621” to “795.”

In Exhibit A of the Agreement, the following figures in the first row are changed: 2013 Tax Year (Base) is changed
from “428” to “602”; the 2015 Tax Year is changed from “621” to “795”; the 2016 Tax Year is changed from
“621"” to “795”; the 2017 Tax Year is changed from “674” to “848”; the 2018 Tax Year is changed from “733” to
“907”; and the 2019 Tax Year is changed from “792” to “966.” In each of the five instances in the second row
where the number “621” is used, it is changed to “795.”

4. In addition, in each and every instance where the Prior Agreement and/or the Agreement refers to “Macy’s.com,
Inc.” it is replaced with “Macys.com LLC” as the successor in interest to Macy’s.com, Inc.

1325 J Street, 18" FLOOR, SACRAMENTO, CALIFORNIA 95814
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5. All other terms and conditions of the Prior Agreement and Agreement remain in full force and effect. If there is
a conflict between the terms of the Prior Agreement or Agreement and this Second Amendment, the terms of
the Second Amendment will control.

Governor’s Office of Business and Economic Development

DocuSigned by:

By: 2‘; /&M

AA435AB5E9A1476...

Name: Kristen Kane
Its: Deputy Director

Date: July 27, 2016 | 10:26 PDT

Taxpayer
Macys.com LLC

By: [gz;mbyé:@’bmm

A8D477C6B057487 ...
Name: Stephen 0'Bryan

Its: Assistant Secretary

Date: July 26, 2016 | 10:33 PDT

Page 2 of 2





